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Introduction 

From its first meeting in Havre in August of 2005, the House Bill 790 Subcommittee of the 
Environmental Quality Council dedicated its interim work to finding out the facts about oil 
and gas development in Montana; specifically the issues surrounding split estates and coal 
bed methane development. 

surface rights to land and another party owns the m 

The public responded with several hours of commen 
nearly 80 people testified a t  those three hearings. P 
Helena meetings as well. 

facilities. Enduring dusty roads in busses a 

panel members saw first-hand how oil ted and reclaimed. 

endations in each of the 
the research the committee 

reviewed and considered, mor 
and the decision making 



Findings and Recomnlendations 

Based on the direction of House Bill 790, (Appendix ??) the subcomrr~ittee delved into 
nine areas; conducting research, attending presentations and listening to public comment. 
Following are the specific subjects as well as findings and recommendations. Recommended 
legislation is included in the bill draft located in Appendix ??. The proposed brochure is in 
Appendix 11. 

Finding: Much public testiniony centered arou 
informed communication between mineral developers 
commenting said communication needs to be improv 

Recommendation: The EQC should prod 
explains, among other things, the history of split 

including being downloadable from the Internet and 
source for the owners of minerals and surface. 

when seismic exploration activity is conducted 
provides notice of drilling operations to the sur 

Finding: Wyoming and No 
respectively. 

Recommendation: 
and the maximum notice to allow the surface owner to waive 

a penalty for violations of the notice 
Board of Oil and Gas Conservation. 

agreements. Elements that should be considered 
poundments, quality and disposal of produced 

s testified that requiring surface use agreements 
in them infringes upon private negotiations 

in an agreement. The brochure should be required by statute to be 

ine,ral developer shall attempt to  negotiate damages. 

Study how to address disagreements on estimated dama yes. 
Finding: Both surface owners and mineral developers said disagreements over 

damages do occur, for a variety of reasons. Wyoming has in place a government mediation 
program as well as an outside organization .that can mediate disputes. Some states use 
forms of arbitration. Both Wyoming and the Bureau of Land Management allow mineral 
developers to post a surface bond i f  an agreement on damages cannot be reached. 



Recommendation: Legislation should propose that the Board of Oil and Gas 
Conservation draft rules to allovv surface bonding when agreements cannot be reached. 
Drilling could occur after the bond amount is set a r d  filed. The bond would be held until an 
agreement is reached and then returned to the mineral developer or, i f  an agreement is not 
reached, forfeited to the surface owner to pay for damages. 

Recommendation: Legislation should note that at any point during the 
negotiations, the surface ownel- and mineral developer may enter into dispute resolution 
processes, including mediation. 

legislation should mandate that when determining 
into account the type of damages the proposed act 

Basin (Order 99-99). Also consi e HLM as well as the BLM 

ethane exploration, coal bed methane 

ations in Sidney and Helena as well as review of 

or bonding impoundment .. . , pits in Wyoming. 
2 . '  

mineral right to  be recognized as an asset, there must be reasonable access to  it. That 
means the mineral owner must. be allowed onto the surface. But the owner of the surface 
also has rights and is entitled to  damages caused by the extraction of the mineral. 

Recommendation: Legislation should clarify that prior to drilling operations, the 
surface owner and mineral developer shall attempt to  negotiate damages. 



Recommend.ation: Legislation should propose that the Board of Oil and Gas 
Conservation draft rules to allow surface bonding when agreements cannot be reached. 

Recommendation: Legislation should note that at any point during the 
negotiations, the surface owner and mineral developer may enter into dispute resolution 
processes, including mediation. 

Recommendation: The EQC should support the efforts of outside organizations that 

Recommendation: The EQC should produce an information 

the rights of the surface owner and mineral developer. It s h o ~ ~ l d  be 
including being downloadable from the Internet and sh 
source for the owners of minerals and surface. 

Recommendatiori: The brochure should be 

provides notice of drilling operations to the surface 

Identify the relationship between federal law and sta 

Finding: ??? 
Recommendation: ??? Brochure 

Evaluate necessity and feasibility o 
including water pits and impoun 

arid Helena as well as review of 

t produce water (82-11-175) and the 

entations from the BLM as well as the BLM 



Chapter 1 - Split Estate and Coal Bed Methane Issues Rise to the Fore 

The early 1990s were mostly slo~v years for oil and gas drilling in Montana. I t  wasn't until 
1997 that the Montana Board of Oil and Gas Conservation issued more than 400 drilling 
permits in a single year. 

But new technologies, increasing demand, and the emergence of coal bed methane gas as 
an energy source have contributed to a resurgence in mineral development.  ridl ling for oil, 
conventional natural gas, and coal bed methane has increased in recent years. I n  2005, the 
Board of Oil and Gas Conservation issued 1,305 dr~l l ing permits for thhse fpinerals. 

. J 

The increased drilling activity likely played a role in t 
issues in Montana. 

I 
Montana Oil & Gas Permits Issued I.'& 

Year I 

velop oil or gas deposits has been severed from the 

Ionization of the United States, the Eqglish recognized the importance of reserving 
rights for the government. I n  other words, governments have long retained the 
develop,valuable deposits of gold, silver, oil and gas. As land was settled in Montana 

t$f the West under numerous Homestead Acts, the government reserved the 
"clop coal and other minerals. (For more details Appendix XX Krista's 

Because mineral rights were reserved under the Homestead Acts, the federal government is 
the largest owner of minerals. I n  Montana, the Bureau of Land Management owns nearly 8 
million acres of surface land and administers more than 37 million acres of subsurface 
rights, which are typically leased. About 5 million acres of BLM oil and gas deposits are 
under private land. The state of Montana, which also leases mineral rights, owns nearly 5 



million acres of surface lands and mineral rights, and 1.3 million acres of only mineral 
rights. Private owners may sell the surface to  one party and the minerals to  another. Or, the 
owner of an estate may sell the surface but retain the minerals. Between federal, state and 
private ownership of either estate, there could be any combination of ownership. (Appendix 
3 3 )  

Both the surface and mineral owners in a split estate have property rights. But courts have 
held that the mineral right has no value unless the oil or gas can 
ground. That mean:; mineral owners have the right to  reasonable 

mineral development. (Appendix??? laws spreads 

Bills 258 and 336. 

Carried by Sen. Mike Wheat of Bozeman, 58258 
notice of upcoming drilling activity to  the surface 
Current law is 10 days. Among other things, th  
mineral developer and the surface owner 
determine the compensation due the surf 
development. I f  no agreement could be 
post a bond. 

Id have created a Coal Bed 
Methane Reclamation Act sinii red by the Department of 

is under the purview of the Board 

.//leg.state.mt.us/css/biIls/default.asp) 

es brought forth in the proposals were pertinent to  
measure was carried in the House by Rep. Jim 



Chapter 2 - The Interim Process 

The Environmental Quality Council (EQC) is a state legislative committee created by the 
1971 Montana Environmental Policy Act (MEPA). As outlined in MEPA, the EQC's purpose is 
to encourage conditions under which people can coexist with nature in "productive 
harmony". 'The committee fulfills this purpose by assisting the Legislature in the 

The EQC is a bipartis 
representatives; 4 members of the public; and 1 nonvot 
Governor. The House, Senate, and public members 
minority leaders of each house. EQZ members are li 

I n  accordance with H8790, the EQC appointed six 
Split Estate/CBM ~ubcommit tee,  including Sen. Mi 
vice chair, Rep. Norma Bixby and Rep. Jim Peterson. 
Brian Cebull, who w 
Forsyth-area rancher. 

Those members culled through more than 7 ver Montana as 
well as other states for the remaining six a t  
applications foresha 

The EQC members the co-chairs of the EQC, 
with concurrence fr  sen, a landowner in 
Culbertson; Joe 0 landowner and supervisor 

Bruce Williams, a 

were not voting members were Rep. 

study parameters. The bill specifically requested 

bonding requiregqents for coal bed methane production, 

,", ': .Xi$" 

a. road development, 
b. onsite water impoundments, and 
c. the quality and disposal of produced water. 

3. provisions for addressing disagreement on estimated damages between the surface 
owner and the mineral owner; and 

4. bonding requirements, i f  any, based on the type of activity. 



HB 790 provided that the portion of the study addressing reclarnation and bonding for coal 
bed methane operations must include: 

1. assessing current requirements for reclamation and bonding for coal bed methane 
operations and determining if they are adequate; 

2. evaluating laws. related to surface damage, coal bed methane exploration, coal bed 
methane operations, and coal bed methane reclamation in other states' 
exploring alternatives and appr 
rights; 

5. evaluatin 

To accomplish these tasks, the subcommittee adopt 
presentations and panel discussions. 

1. procedures and time lines for 

Study index of rela 
X Surnmary of recent case la 

Flow chart of oil/gas 
X Comparison of state - 
X Public testimony a - 
X Outline of surface - 
X Presentation of W 

lic testimony and agency panel discussion. Sept. 2005 
line of surface orrrler options. Staff. Oct. 2005 

resentation on Wyoming mediation. Oc,t. 2005 
X Prese~itation of Wyorr~ing's new split estate law. Oct. 2005 - 
X PiBOGC presentation on current statute, rules. Dec. 2005 -- 

4. bonding requirements based on the type of activity 

X Study index of related research. Staff. Ongoing. 
X Comparison of state surface owner laws. Staff. Sept. 2005 



X Public testimony and agency panel discussion. Sept. 2005 
X Outlirie of surface owner options. Staff. Oct. 2005 
X Presentation of Wyoming's new split estate law. Oct. 2005 - 
X MBOGC presentation on current statute, rules. Dec. 2005 
X BLM policy on bonding impoundrne~t  ponds. Jan. 2005 - 
X Keclamatiorl and bonding. DEQ; F1BL7GCr BLM.. March 2006 - 

5. assess current reclamation/bonding requirements for coal bed methane-operations 

X Study index of related research. Staff. 

X Public testimony and agency panel - 

X BLM policy on bonding impoundm - 

6. evaluate statutes for surface clamage, coal be 

X BLM policy on bondin 

discussion. Sept. 2005 

current statute, rules. Dec. 2005 

era1 law and state law related to  split estates 

related research. Staff. Ongoing. 

Staff. March, 2006 
t from 51-M split estate listening session. Staff. March, 2006 

alternatives, including water pits and impoundments 

X Study index of related research. Stzff. Ongoing. 
X Flow chart of oil/gas permitting. Staff. Aug 2005 
X Comparison of state surface owner laws. Staff. Sept. 2005 
X MBOGC presentation on current statute, rules. Dec. 2005 



X Public testimony 
X BLM policy on bonding impoundment ponds. Jan. 2005 - 
X Reclamation and bonding. DEQ, MBOGC, BLM. March 2006 



Chapter 3 - Public Involvement 

From the beginning of the interim, subcommittee members placed a high value on hearing 
from those who deal on a daily basis with issues outlined in the study. 

The subcommittee held meetings In Havre, Sheridan, Wyo., and Sidney. Besides setting 
aside five days for those three meetings and associated site tours, comm~ttee members 
traveled more than 1,600 n i~ les  to attend the field hearings. 

taking place in the area just north of Sheridan, Wyo. 

each of the hearings in Havre and Sidney, while 34 
The testimony stretched over several hours at  each 

* Suggested procedures and time 
surface owners of impending mineral 

* Proposed minimum provisio ements, including but 

produced water; 
ted damage estimates between 

tings also garnered significant attention 
er audience about the issues and the work 

shyness to say he was gratefc~l the panel would leave the 

t somebody comes to Sidney and says, 'Tell us your problems,"' 

wners, some advocated at  least some changes to Montana's Surface Owner 

notice procedures as well as compensation. 

I n  Havre, Daryl Sather told the committee that his backyard is changing. And there isn't 
much he can do about it. 



Although he owns or leases the dirt, he does not own the minerals underneath. That means 
a natural gas developer may build roads, dig ponds and bury pipelines on his property to  
extract gas. 

While Sather's "backyard" consists of hdndreds of acres of Northern Montana farmland, he 
told committee members to think how they would react if the flowerbeds and grass around 
their homes were torn up. 

'It's a very trying time for us," said Sather. 

Extending the minimum notice and implementing surfa 
from surface owners. 

Industry and its supporters also were well represent 
changes to current laws. 

Cole Chandler of Klabzuba Oil and Gas, Inc., said th  
the land, but wit  
mineral owner and a surface owner to a marriage: e problems, but good 
communication can solve most of them. 

"We live here; our numbers are in 
Chandler said. "We are very proud 

said communication 
between some operators and sur ved, but added that 
mineral owners lawf 

"You will not stop the mineral minerals," Montalban said at the 
Havre meeting. 

e mineral developer to give the surface 

Others cautioned2the panel to  making wholesale changes to statute for fear that 
onerous regulations~wot~ld dr i  anies out of state. 

ke it too tough with* legislation, they'll leave," said Don Franz. "They did it 
P .- 

d e 

mmittee also he ld  six meetings in Helena, taking public comment at each. 
k 98 

ary 2006 meeting in Helena, SIX industry representatives addressed the panel. 
s d~n't" just show up out of the blue and demand access to private land, 
tlv+a~ of the oil and gas industry said. Rather, landowners are often contacted 
I'sometimes months aliead of drilling. 

"The notion that a drilling rig 'just stiows up unannounced' I would submit, is patently 
false," said Bob Fisher of Ballai-d Petroleum Holdings in Billings. 

Current law says notice of drilling operations must be given to the surface owner a t  least 10 
days and not more than 90 days before commencement. 



Dave Galt of the Montana Petroleum Association said that since the law was enacted in 
1981, the statute has been reviewed many times with the same conclusion: "What we have 
in place at this t ime serves the industry and surface clwrlers well." 

Summary minutes of all meeting of the subcommittee as well as audio minutes of the 
Helena meetings are archived at: 
http://leg.state.mt.us/css/lepo/2005~~2006/su bcommittees/HB~790/defauIt.asp 



Chapter 4 - On the ground - site tours 

I n  addition to hearing first-hand the concerns of those who deal with oil and gas 
development, committee member.s determined it was important to  see with their own eyes 
the way different types of drilling operations are conducted and reclaimed. 

Led by landowner Daryl Sather and representatives 
saw several aspects of natural gas production in the 
stations and a water impoundment pit. The tour wa 
Montana Land and Mineral Owners Association. 

rn Plains Resource 
Council. 

Around the Sidney area, committee rnen e latest oil boom, 
including drilling rigs and existing wells. heastern Montana 

Staff also provided the members Ils as well as abandoned 
wells in selected Eastern Monta 



Chapter 5 - Research & Presentations 

Research 

Scattered throughout Montana law are statutes that apply to oil and gas development in the 
state. Federal regulations also sometimes apply. 

ent of Natural 
Resources and Conservation. The Board was created in 

36, Chapter 22 of the Administrative Rules of Monta 

representatives of the oil and gas industry with at I 

nd the other shall be 
one who does not own the mineral rights. 

One member also must be an attorney licen 

pacing units and land 
pooling orders, inspectirig drilling, pr 

he Safe Drinking Water Act. 

lands that may have state or 

ve been coordinating their decisions on drilling 
C concurs with BLFl approval of drilling permits for 

gency implements laws related to water and air quality as 

the responsibility for administering some federal environmental 

deral minerals are leased. 

is the Board of Environmental Review. The board consists of seven 
ed by the govermor. The members must be representative of the 
of the state. One member must have expertise or background in 

hydrology. One member must have expertise or background in local government planning. 
One member must have expertise or background in one of the environmental sciences. One 
member must have expertise or background as a county health officer or as a medical 
doctor. 

One member must also be an attorney licensed to practice in Montana. 



The Board of Environmental Review adopts rules and standards for how the DEQ carries out 
the intent of the law. For example, state statute gives the board the authority to adopt rules 
"governing application for permits to discharge sewage, industrial wastes, or other wastes 
into state waters, including rules requiring the Filing of plans and specifications relating to  
the construction, modification, or operation of disposal systems." 

On Tribal lands, the Bureau of Indian Affairs and the Environmental Protection<$gency 
assume some of the duties of the BLM and the DEQ, respecti\/ely. , ,$ c~ 

For more information on the various permitting scenari 
please see the flow charts in Appendix ?? 

The subcommittee largely focused on Montana's Sur 
Compensation statute, Title 82, Part 10, Chapter 5, 
laws, the panel reviewed similar laws in other state 
summary of key part of those laws. 

Presentations 

personations, as well as audio reco na are available on the 
subcommittee's web site: 
http://leg.state~mt.~~s/css/lepo 

ember of INorthern Plains Resource 

included in all leasing decisions before 
e notified when their minerals are leased and 
damages are incurred by the landowner. Ms. 

downer with substantial damages. 

er for FZidelity Exploration and Production Company of 
s to  b e ~ i n  negotiations at least eight months in advance of 

and address landowners' special needs. Mr. Ransbottom explained 
ccess to land prior to submitting a development plan. When a plan of 
ed to the Bureau of Land Management (BLM), prior to  development 

her opportunity for the surface owner to interject with objections or 
that careful planning with the surface owner can minimize surface 

impacts. 

Sen. Keith Bales, a surface and mineral owner, said surface Llse agreements have changed 
over the years, which makes him skeptical about putting into law what should be included in 
a surface use agreement. Sen. Bales said that if a surface use agreement listed what 
damages landowners c o ~ ~ l d  be paid for, landowners woilld be severely limited. He said the 
subcommittee should not recommend a law that would limit his potential as a landowner. 



Sen. Bales believed a 30-day notification period would be ali~ple, but he was uncertain 
about the need to extend the notificatior~ period. He said bondiny should be used only as a 
last resort and identified other- sources of funding that could be used regarding coal bed 
methane development. Sen. Bales spoke about laws passed in Montana in the 1970s that 
resulted in a coal boorn for Wyoming. Sell. Bales believed Montana should be developing its 
own natural resources. 

Ray Muggli, a land and mineral owner in southeastern Mon':ana and a memb 
Northern Plains Resou 
methane developmen 
ponds and the sodiu 
manage the water a 
requirement is inadequate. 

Will Lambert of the Bureau of Land Management, 
duties. Mr. Lam 
gas companies are r 
between landowner 
minimum, 30 days 
includes the lando 
noncompliance, plugging of wells, non ion. The bonding 
has a minimum amount of $1,000 and eve1 of risk. Mr. 

BLM's process (Appendix IM2003) 

Monte Mason, t h  
Resources and Conservation 

separate bonding on its re ent~t led to compensation for 
damages, agd the lesse 
lessees m.ti%tgprovide 

e land leases. (SEE APPENDIX ?? for DNRC 

Greg Petesch, Chref Leg~slati,ve. Attorney, addressed the Accommodation Doctrine and Model 
Surface Use and Mineral Oeveloprnent Accommodation Act. Mr. Petesch provided a history of 

fting committee;that wrote the Model Surface Use and Mineral Development and 
odation Act, which cod i f la  the Accommodation Doctrine which was developed 
common law qfid case law. Mr. Petesch said the right to  develop the mineral estate 

es the surfacecpstate, and carries with i t  implied easements of access and requires 
ral plan tobccommodate surface uses. Whenever state land is sold, the state is 

ed to reserve the mineral rights; therefore, a split estate is created whenever the state 
8ndd'Ifii;'Petesch directed the Subcommittee to the comments contained in the Model 
c$ ~ 5 k ' a n d  Mineral Development Accommodati~~n Act (SEE APPENDIX ???) 

Sept. 16, 2005 (EQC meeting) 

Jim Halvorson, Petroleum Geologist, Montana Board of Oil and Gas Conservation, reviewed 
well permitting requirements and processes. A.ppendix ?? 



Will Lambert of the Bureau of Land Management explained the BLM's permitting process and 
bonding. The operator submits a corriplete Application for Permit to Drill (APD) that includes 
evidence of bond, a survey plat, a drilling plan, a surface use plan, interim reclamation and 
final reclamation plans, and a water management plan. For split-estates, the operator is 
required to submit certification that an agreement has been reached with the landowner. 
APDs are posted for a minimum of 30 days. The BLM is required to comply the National 

bed methane process takes at least four months. The 

raise bond amounts if it determines an operator is a 

the operator is required to post a minimum $1,000 
crops and tangible improvements, The landowner h 
set by BLM. 

Tom Reid, Supervisor of Water Quality Permittin f Environmental 

artment of Natural 

ficial use of water. I n  the 

~t within one mile of any CBM 

the impacted well. 

xplained how she pursued legislation to address 

tweaked in the future. Rep. Berger identified 

ent of the Landowners Associati.3n of Wyoming, said her 
ned to pass Wyoming's legislation and to focus on the legal aspects of 

said the legislation contained a 30-day notice recluirement, but it had 
downers need a minirnum of 6-months' notice. Ms. Goodman said well 

uld be r~qui l -ed to be disclosed since well spacing directly impacts the land. She 
advised the Subcommittee to avoid rnandatir~g what the surface use agreement should look 
like and to leave those decisions up to the landowr~er. Ms. Goodman emphasized the 
importance of "lost land value" language and explained how landowners can be impacted for 
more acreage, depending upon the land's use. Loss should include commercial, agricultural, 
and lost land values. Wyoming's legislation did not contain any damage appraisal language. 
She discouraged lengthy bonding provisions, and said waivers are important cases where 



landowners are satisfied with their current situation. She said she would have liked to  
strengthen the provisions for water management anci water protection. 

Lucy Hanson, the coordinator for the Wyoming Agr~culture and Natural Resource Mediation 
Program, explained the state's mediation program at-id how i t  relates to  the Wyoming Split 
Estate Initiative. She suggested the Subcommittee would need to give consideration as to 
who would be the ent.ity that would take the initial request for rriediation and act as the 
coordinating entity. &-% + 

Dec. 9, 2005 (Sidney) 
s ,  - 

Dennis Guenther of Nance Petroleum, provided an overview 'on the pr;o~ess:utilized 
Petroleum when i t  is contemplat~rlg drilling. Guentlw- said the company-pro*@?!es % ., g, , , no 
least 10 days before staking the well and, if asked by the surface owner,'a Qe$$ee~~i 
contacted as well. -The 10-day not~ce gives the ~peratof~flexibiliYy, he said'in;@e-ta v 4  .. 
becoming available on short notice, spring rains preventing access to  a locatibri, b?.?atn 
unexpected dry hole. Having a rig on standby is expensive,'he added. I n  regards'to bonding, 
he said the state bond is already in place, the operator is-liable for any damages not 
included in the agreement and the agreement covers ciamagesa~In more than 25 years of 
business, he said he has always reached agreernents'with sut$ac& owne-s. 

x $ 

Dennis Trudell of the Northeastei-n Montan id the current law 
needs "teeth" and a longer notification pe ould protect the 
landowner and provide fair compens uption, and damages 
the landowner experier~ces, but that nnual rental amount 
since it would necessitate hiring an 

Tom Richmond, administrator of the.Flontana Board c f  @[I and Gas Conservation, explained 
some aspects of current law In Montana and-other states and suggested how changes might 
be made if the subcommittee chdoses to support legislation. (Appendix ??) Richmond did 

ns must be given to  the surface owner a t  
mmencement. Richmond said it could be 

inerals are leased could prove difficult, 
ore than 30 mineral owners. 

which now implies that there must be a surface 
arer. H2 said the question of state involvement in a 

e, but added that some key elements to be included in 

$2,000 surface b o n ~  i f  the landowner and the mineral 
ge agreement. Richmond said such a requirement could be 

ontana adopted that kind of law, it should be very 
Id hold the bond. On other bonding issues, Richmond said the 
ider the compl-ehensiveness of current rules, adding that there have 

aned wells - those abandoned by the developer - since 1980. 
Montana, Wyoming, and North Dakota generally do not separate coal bed 
ment from traditional oil and gas regulations, Richmond said, adding that 

doing so could make regulation more difficult. 

Richmond also included information current coal bed vethane regulations and orphan wells. 
Appendix ??? 



January 26, 2006 (Helena) 

Dave Galt of the Montana Petroleum Association oil and gas operations in Montana vary in 
size and in other aspects. He said the current law has been reviewed and serves both 
surface owners and the industry well. Mr. Galt said the MPA is working with the Farm Bureau 
and others to on an informational document to assist surface owners in working with oil and 
gas operators. 

Bob Fisher of Ballar 
works and is fair. Generally, he said surface owners are contacted 
before drilling operations. Extending the notification p ow those who 
do not want the development on their land to use the 

Mark Carter of the Encore Acquisition Company said 
drilling results. He added that surface agreements s 
the mineral owner has the right and needs the abilit 
unnecessary delays and changing the law would det 
would lower tax re 

Todd Ennenga of Devon Energy Corp., said mandat s and the language 
in them would erode good will between surface opers. He said the 
10 day notice is adequate, especially con weather and the 
availability of drilling rigs. he said a waiv tor can enter 
property for certain emergencies. Mr. E 
spells out the rights of both parties a 

Colby Branch, a n 
Subcommittee should not urrent statute. He s a ~ d  

and the mineral owners would 

statutes must serve the state should not get involved in a 
he 10-day notice is sufficient, the 

r damages and the courts can be used to 
a t~on  would not affect federally reserved minerals 

rned by federal law. 

Patrick Montal Gas referred to a letter- he sent to the committee 

establjshed under the Montana Board of Oil and Gas Conservat~on that can adjudicate 
between the surface owner and mineral developer. 

h 16, 2006 (Helena) 
b* 

## 

ichmond of,the Montana Board of Oil and Gas Conservation (MBOGC), discussed 
"ondkng laws and rules. Mr. Richmond made the distinction between reclamation 
gdd,the use of those bonds to restore the surface, and "bonding on," 

"f@used to pay the landowner for damages. 
' " i r  

Jim Albano, the lead minerals specialist for the Bureau of Land Management (BLIY) in 
Billings explained that an oil and gas lessee or operator must have a bond before disturbing 
the surface for drillilig operations. The BLM can increase the amount of the bond if it is 
determined the operator has an increased level of risk. The bond can be also be 
increased if five years previous to a drilling proposal, a demand was made on a 
bond for plugging and reclaiming land. I n  reference to split estates, Mr. Albano emphasized 



a good-faith effort needs to  be undertaken by the mineral lessee to negotiate either a 
surface agreement or obtain a waiver from the surface owner. Mr. Albano explained that 
bonding on is required if no agrelzme,it between the surface owner and operator is reached, 
and the purpose of the bond is to assure compensatory protection for the surface owner. Mr. 
Albano said the BLM never utilized bonding on frorn 199% until 2004. Mr. Albano stated 
there is always a possibility that an agreement can be reached anytime in the process, 
which would necessitate termination of the bond. He provided a copy of a brochure the BLM 
produced as a guide to mineral development on split estates (Appendix ???) '> 

Steve Welch of the Department of En\~ironrnental Quality (DEQ), p 
how his agency bonds for various mining activities as 
management. What the bonding for all areas have in 
sufficient for a third party to perform work to specific 
Uranium Prospecting Bonding and the U.S. Depa 
office of Surface Mining's Handbook for Calculati 



Chapter 6 - Decision making process 

At .its second meeting, the comniittee decided that recommendations to the Environmental 
Quality Council would need to garner a t  least 8 votes out of the 12 members. While 
members said they vvoulcl strive to reach consensus, they also acknowledged that doing so 
on all matters r e l a t e  to what could be cclntentious issues may not be realistic. 

committee discussion. After discussing the initial option docunient 
instructed staff to poll individual committee members on 

Only those winning at least 8 votes are included in t 

The final bill draft was also voted upon w ~ t h  a vote o 

The entire report received a vote of ??? to ??? 




